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4.19PaymentsforRemedialCareandServices 

ATTACHMENT 4.19-A Inpatient Hospital Services 

6. EstablishmentofRateYear1996StandardizedCapitalPaymentAmounts: The 1992 and 1994 base year standardized 
average capital cost per case were trended to rate year 1996 to account for (a)inflation related to capital investment and (b) 
anticipated DRG coding changes from 1992 to 1996. 

(a) Each peer group’s 1992 average capital cost was inflated to rate year 1996 using the Prospective Payment 
Assessment Commission’s (ProPAC)capital update factors. 

(b) 	 Each hospital’s own 1994 average capital cost was inflated to rate year 1996 using the Prospective Payment 
Assessment Commission’s (ProPAC)capital update factors. 

1996 updated capital payment amount were reduced by 8% to account for expected DRG coding improvements 
that are projected to occur during the 1992 through 1996rate years and as specified in Section 

7. 	 StandardizedCapitalPaymentAmountsforRateYear1996: The Bureau has established three standardizedcapital 
payment amounts: one standardized amountfor major teaching hospitals, a second fornonmajor teaching hospitals in large 
urban areas, and a third forall remaining hospitals. 

For rate year 1996, the updated 1992 standardized amount for the major teaching peer group is $290.41 

For rate year 1996, the updated1992 standardized amount for the large urban peer group is $261.55 

For rate year 1996, the updated1992 standardized amount for the all-other peer group is $202.33 

Capital payment will be a weighted average of each hospital’s peer group and own-hospital amounts until 1999. 
Use of the hospital’s own costswill be phased out over four years to its respective peer group amount. 

The separate peer group amounts for nonmajor teaching hospitals will also be phased out over fouryears. 

(1) for rate year 1996, the updated 1992 all non-major teaching hospital peer group amount is $206. 

The combined capital phaseout schedule between own capital costs and peer group amountsis displayed in 
Attachment B. 

Each hospital’s capital paymentis a strictly prospective amount with no retrospective adjustments. 

There are no appeals and no adjustments for extraordinary capital expenditures, unless capitalis spent by 
individual hospitals to meet federal or state regulatory requirements. 

8. 	 Updating Beyond Rate Year 1996: The peer group capital costs and each hospitals’ own capital costs will be updated 
beyond rate year 1996 by the following methodology: 

(a) The methodology for updating beyond rate year 1996 will follow the methodology specified in Section 

(b) 	 Peer group capital costs will be updated beyond rate year 1996 by ProPAC’s capital cost factor using the ProPAC 
methodology. Beginning in 1998, capital cost shall be updated using HCFA’s capital input price index as 
reported in the Federal Register. Beginning in 2000, peer group capital costs will be updated using the CIPI 
adjusted for the forecast correction in the Federal Register. 

(c) The Hospitals’owncapitalcosts will beupdatedby using morecurrenthospital-specificdata. 
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4.19 Payments for Remedial Care and Services 

H. 	 DIRECT medical education The Bureau ha8 adopted E policy topay machine hospitals for their direct &CUI 
education (DM)corn which largely follows the current medicare DME policy. each Lunchrag hospital will be paid a DME 
m o u n t  that is equal to the Bureau's sham of tool inpatient d a y s  multiplied by the total hospital reimbursable DME costs 

2. 	 Baals of the dme payments direct mediad education costs under the prospecrive payment system Mdefined wing 
Medicare's definitionand include the following: 

(a) sal&and Singe h e f i b  of interns and midants; 

(a) residents a s s i g n e d  to a PPS excluded unit or facility are not counted toward a PPS hospitals FTE total. 

(i) 	 Far  an "initial"residency period, &fined as the numbex of years required to meet b o d  eligibility m a 
specialty plus ow year (up IOa l imit  of five yeam), the weighting factor is 1.O. 

(ii) The wight halls to 0.5 for residents beyond the i n i t i a l  residency period. 

( i i i )  fmg who fulfill the requirements befort their residency begins receive e q u a l  weight to 
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4.19 payments for remedial Care and Services 

attachment 4.19-A Inpatient hospital Serv ice3  

5. 	 establishing Share of Total lapatlent days Total hospital DME casts for the 1 9 9 6  rate year will be paid by the 
bureau according to io own share of total inpatient days. Share of t o t a l  inpatients day was dtermined wing the 
following methodology: 

(a) 	 Number o f  hospital days in total and by type of payer w obtained from the W. Virginia Health Care Cost 
&view authority for 1994 . 

(b) 	 Far each teaching hospital, the total number of hospitalization day8 fur Bureau for Medical services patients 
was divided by total number of hospitalization days across a l l  payers to yield the peneatage oftotal days. 

6. 	 establishing Maximum DME Costa: T h e  Bureau has established a maximum number of FTE non-primary care 
inrenu and residents eligible for DME payments and a maximum p a  mident allowable mount. 

(3) 	 The per resident amount in h e  base year, 1993, was capped at the rete of the fifth most costly hospital OUT of 
r a n  Leaching hospitals in the state 
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4.19 	 payments for remedialCare and Service, 
ATTACHMENT 1.19-A inpatient hospitalservices 

A 	 OUT-OF-STATE FACILITIES EXCLUDEDFROM THEPROSPECTIVEPAYMENT 
SYSTEM: The prospective payment system applies tomost acute care hospitals located 
outside thestate of West virginia Cases treated in excluded facilities arepaid under their 
current payment methodology The qualifying provisions for exempt facilities and units 
that am orrelevance an 88 follows 

2. 	 rehabilitation hospitals rehabilitationhospitals and --part unitsmy 
qualifyas excluded hilitisifthey meet the Medicarc regulatory definitions and 
are primarilyengaged in furnishing intensive rehabilitation services payment for 
inpatient rehabilitationhospitals is a cost-based retrospective system &tamidby 
applying the standards,cost reporting periods, cost reimbursement principles and 
method of cost apportionmentused under Title Xvm of the Social Security Act, 
prior to the Social Security amendment of 1983 (Section 601, Public Law 98-21). 
This is,payment is to be determined by the current Medicare principles
methodology ofcost-basedreimbursement 

3. 	 Run1Primary Cam hospitals (RPCH): Payment for cases treated in RPCH 
hospitals isbased onMedican’sperdiempayment methodology 

B. 	 CASES EXCLUDED FROM THE PROSPECTIVE PAYMENT SYSTEM: all 
criteria applying to excluded cases for inpatient hospitals located within the state of West 
Virginia shall apply to inpatient hospitals located outside the state of west Virginia. 
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4.19 payments for Remedial Care end services 

C. 	 METHODS USED TO ESTABLISH DRg PAYMENT WIGHTS: out-of-state 
inpatienthospitalsincludedintheprospectivepaymentsystemshallbesubjecttothesame 
methodologyfor theestablishment of DRG payment weights as facilities located within 
the state of West virginia themost current medicare GROUPER 

D. 	 METHODSUSED TO ESTABLISH PROSPECTIVE OPERATING PAYMENT 
rateOneoperatingpaymentwillbeusedforalloutofstatehospitalsthecurrent 
medicaid instate statewide operating payment amount 

Out-of-statesolecommunity hospital will be given no special payment consideration 

there will be no blending of thePPS payment mount with their costs. 


E. 	 HOSPITAL ADJUSTMENTS TO STANDARDIZEDOPERATING RATE 
PAYMENTS: 
1. 	 Wage Differrace adjustment All out-of-statehospitals willbe assigned to one 

of the West Virginia market areas based upon their respective county's average 
hourly wage rate ascalculated &om the 1993 HCFA Wage indexFile. 

2. 	 Indirect Medical education Adjustmeat: An indirect medicaleducation 
adjustment will be made to theout-of-statehospital's standardized operating 
payment amount. HCFA's IME adjustment factors will k used with an 
adjustment made to reflect thespecialty and occupationalpolicies in the Medicaid 
program. 


3. 	 Level 111 NICUs: The Level IU neonatal DRgpay amounts(DRG 585-590) will 
be used tomakc inlier payments for neonatal DRG payment amounts. 

F. 	 METHODS USEDFOR PAYMENT FOR HIGH COST CASES: The same metbods 
will be applied to out-of-statehospitals as those located within west virginia 

G. 	 METHODS USER TO ESTABLISH PROSPECTIVECAPITAL PAYMENT 
RATES: TwoWest Vi@& capital peer group amounts will beused for out-ofstate 
hospitals. major teaching and nonmajor teaching unlike instate hospitals, dlout-of-state 
hospitals'capitalpaymentamountswillbesolelybasedupontwowestvirginiapeer 
group amounts,ic., therewill be no blendingofthe peer group mount with their own 
capital costs. capital peer group amounts are updated annually 

Approval Date: /YZ7/7' 
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1. 	 PAYMENT FOR TRANSFER CASES: The West Virginia instate tranfer pa
policy will be the basis of payment for all out-of-state transfir cases 


